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North Dakota Century Code ch. 40-57.1, fi rst enacted in 1969, provides incentives in the form of property 
tax exemptions, payments in lieu of taxes, or a combination of both to a qualifying business.  The 
incentives are granted, at the discretion of the city or county in which the property is located, to any new 
or expanded revenue-producing project.

Defi nitions
 1. Commencement of construction means the building or erecting of any im provements other than site 

prepara tion or excavation.

 2. Commencement of project operation means “the date the plant actually goes into its planned 
operations. To use the example..., if a manufac turing plant actually begins manu facturing of its 
products in Decem ber, 1970, that would be the date of commencement of project operations. The Act 
does not purport to autho rize granting of tax exemptions for the time of construction of plants.” 1969 
N.D. OP. Att’y Gen. 415.

 3. Local Development Corporation means a profi t or nonprofi t corporation incorporated in this state for 
the purpose of furthering the economic development of a specifi ed communi ty or area.

 4. Municipality means a city or a coun ty.

 5. Project means any new revenue-pro ducing business or an expansion to an existing business.

 6. Project operator means the individ ual, partner ship, limited liability company (LLC), corpora tion, or 
as sociation that owns or operates the project.

 7. Structure means any property where a business is conducted.   The struc ture might be an entire  
building, if occupied by one busi ness, or indi vidual quarters within a larger building.

What Qualifi es
 8. New and existing buildings, struc tures, and improvements owned or leased by a qualifying project 

may receive prop erty tax incentives.

 9. New buildings, structures, and im provements constructed and owned by a local development 
corporation may receive a partial or complete exemp tion from ad valorem taxation while unoccupied. 
Once occu pied, the exemp tion continues until the next assessment date following the fi rst occupancy. 
A qualifying project which locates in a building owned by a local develop ment corporation qualifi es 
for the proper ty tax incentives, provided appli cation is made and granted prior to occu pancy.
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Allowable Incentives
 10. A qualifying project may receive a complete or partial exemption from ad valorem taxation on 

structures used in or necessary to the opera tion of a project for up to fi ve years following the 
commencement of project operations.

 11. The exemption period begins with the assess ment date immediately follow ing the date of 
commencement of pro ject opera tions.

 12. Projects that produce or manufac ture a product from agricultural commodities may receive a 
complete or partial proper ty tax exemption on structures for up to ten years.

 13. A project located in a structure leased from a governmental entity and which received a fi ve-year 
property tax exemption qualifi es for additional exemptions for up to fi ve years.  For the additional 
exemptions, the municipality grants the exemption one year at a time upon annual application.

 14. Payments in lieu of taxes may be used in place of, or in combination with, property tax exemptions 
for quali fying projects.  The munic ipality and project operator nego tiate the amount of annual 
payments, when the payments begin, and the ending date, which may be no later than twenty years 
from the date pro ject operations began.

 15. Payments in lieu of taxes are apportioned in the same manner as the general real estate taxes unless 
a taxing district enters into a written agreement for an alternate method.  Any agreement entered 
into between the munici pality and other taxing districts for an alternate method of apportioning the 
payments in lieu of taxes may not affect the apportionment to any taxing district that is not a party to 
the agree ment.

 16. The tax incentives are valid as long as the property is used for the pur poses stated in the application. 
If there is a change in use or project operator, a new application for the incentives must be fi led with 
and approved by the munici pality to receive the remainder of the incen tives.

Limitations
 17. A pro ject is not eligible for the property tax incentives if the pro ject received a tax exemp tion under 

tax increment fi nancing. 

 18. The tax exemption and the payments in lieu of taxes are limited to the new or existing buildings or 
structures used in the qualifying project.

 19. Tax incentives may not be granted for land.

 20. Payments in lieu of taxes are not eligible for the 5% discount for early payment.

Procedures
 21. The project operator applies to the governing body of the municipality where the potential project 

is to be located.  If the project will be within city limits, the project operator applies to the city 
governing body.  If the project is outside city limits, applica tion is made to the county commission.
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 22. Application for the property tax exemption must be made and granted prior to the com mencement 
of construction if the pro ject locates in a new structure. If the project locates in an existing struc ture, 
application must be made and granted before the structure is occu pied.

  For qualifying projects, applications for payments in lieu of property taxes may be made after 
construction or occupancy of the structure.

  A representative appointed by the board of each affected school district and of each affected 
township is included as a non-voting member during the negotiation and deliberation of granting tax 
incentives.

 23. The project operator publishes two notices to competitors of hearing on the application.  The notices 
are pub lished in the offi cial newspa per of the city or county at least one week apart. The last notice 
must be pub lished at least 15 days, but not more than 30 days, before the city or county considers 
the application. For exam ple, notices published one week apart on May 1 and May 8 would be 
appropriate for a hearing scheduled any time between May 23 and June 7. An affi davit of publication 
is present ed to the governing body prior to the hearing as proof of publication.  Publication of 
notices is not required if the municipality determines that project competitors do not exist in the 
municipality.

 24. The city or county holds a public hearing on the application and takes testimony both in favor of and 
in opposition to the grant ing of the tax incentives.

 25. After the public hearing, the govern ing body determines the best interests of the municipality and 
approves or denies, in whole or in part, the application for tax incentives.

 26. The municipality certifi es the tax incentives grant ed by submitting a copy of the project operator’s 
application with the attach ments to the State Tax Commis sioner and coun ty director of tax 
equalization.  The county director of tax equalization advises the local assessor when the property is 
taxable or exempt.
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